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HE most striking development in the real « ate picture at the present 
time is the drop in real estate activity The chart on page 589 shows our 
index from January 1, 1948, through November 1957. This index is 
based on the relationship of the voluntary transfers of urban real estate to the 
number of families. Other charts we have published show this same cycle back 
to the beginning of the United States and, in considerable detail, from 1860 on. 


It has been a characteristic of this cycle hat when it once goes below normal 
after an extended real estate boom, it stays below for a considerable period of 
time. While there are many reasons for thinking he drop in real estate ac- 
tivity during 1957 has been due primarily to tight money, and that real estate ac- 
tivity will increase rapidly as funds become mor‘ lily available, the past be- 
havior of this chart would seem to indicate th: his may not occur, and that the 
number of voluntary transfers of real ¢ n relationship to the number of 
families will remain low for some tim¢ 


Keal estate mortgage activity duplicat O y re state activity, as can 
be seen by comparing the red line on the chart o g with the outline of the 
areas of the blue real estate activity chart 


Buildig costs during the past 6 months have shown ively little change. 
While building labor rates have continued to ad e, many building materials, 
particularly lumber, have been declining in pri ed volume of build- 
ing has meant that fewer marginal workers had t loyed, witha result- 
ing greater output per man hour 


The rate at which new dwelling units are being buil ms to be stabilizing at 


the present time at about 1 million units, publi i private combined. It seems 
doubtful whether this rate will increas« 


It is now generally recognized that all i | with the economy. While 
the index of general business activity | shov sine conside ly above 
normal, most business executives are expecti me drop in at least the next 
6 months. Unemployment is increasing, busi: failures are rising, invento- 
ries in some lines are getting burdensom ind price f many basic com- 


modities are dropping. Many indicators like w orders for machine tools, which 











ed in forecasting future business expansion, are down sharply. 
Freight carloadings are running considerably under a year ago, and passenger 
travel, both on trains and planes, is showing the effect of greater caution on the 
part of the general public. While the drop in the stock market has been sizable, 
it has not been alarming, and so far, the probabilities are that the readjustment 
period we are now in can be held within reasonable bounds. There is always the 

that it may get out of hand and spiral downward. In our opinion, it is 
aution and a time to avoid any extensive commitments, It is no time 
to build large inventories, but rather a time to let inventories run off, with the 
probability that they may be replaced at a lower cost. 
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W till surprised that our index of selling prices of existing housing is 


holdin teady as it is. While it is below the peak of a year anda half and 2 

it is still showing considerable strength. It would be easy to believe 

that. with the decreasing number of real estate transfers, the selling prices of 

the properties that were sold would drop, but so far this has not been the case to 

any great extent. Of course, it would probably be more or less inevitable that if 

ontinue to drop and stay below our normal line for a considerable pe- 
(cont. on page 591) 
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(cont. from page 586) 
riod of time, this will result in some reaction in the selling prices of existing 
buildings. So far, however, the indicators of a mild readjustment predominate. 


The table below shows the average interest rate of recorded mortgages in 12 
major cities of the United States. These rates are rising strongly at the present 
time, a result probably of the very tight mommey of a few months ago. Since mort- 
gage commitments are made some time before mortgages are recorded, there is 
always a lag in the figures. We believe that this table of recorded rates will con- 
tinue to advance into the early part of next year. While we believe that every 
effort will be made to make money readily available for real estate, the competi- 
tion of other types of investments will mean that the loans that are made will be 
made at higher rates of interest than were common a year or so ago. 


AVERAGE INTEREST RATE OF RECORDED MORTGAGES 
IN 12 MAJOR CITIES OF THE UNITED STATES 


Jan. °54 5.187% Jan. ’56 5.105% May ’57 5.486% 
Apr. °54 5.173 Apr. °56 5.157 June °57 5.505 
July °54 5.089 July °56 5.141 July °57 . 501 
Oct. °54 5.092 Oct. °56 5.229 Aug. °57 . 515 


Jan °55 5.045 Jan. °57 5.363 ‘Sept. '57 5.580 
Apr. °55 5.079 Feb. °57 5.478 Oct. ‘57 5.602 
July °55 5.050 Mar. ’57 5.459 Nov. '57 5.639 
Oct. °55 5.055 Apr. °57 5.507 
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The large chart on the page opposite shows the interest rates on all mortgage 
loans recorded on Manhattan Island and in St. Louis from 1893 to the present. 
These two communities are used, as each typifies a different type of property. 
Asa rule, practically all mortgages made on Manhattan Island are on larger, 
multistoried residential, commercial, and industrial properties. Manhattan 
Island, the center of the money market, has many large institutions making 
mortgage loans which prefer to make them on properties with which they are 
familiar For this reason, almost without exception, during the past 60 
years, mortgage interest rates on Manhattan Island have been considerably lower 
than they have been in St. Louis, where most of the properties covered by mort- 
gage are 1-family residences. 


This chart shows that the “high interest rates” about which the general pub- 
lic has been complaining are still very much lower than those which have pre- 
lominated in a large part of the past 60 years. If the period is omitted in which 
inflation was constantly pursued as a Government policy, mortgage interest rates 
on Single-family residences were lower than they are now in the early 1900’s 
only. On larger properties, if we exclude the period of the 1890’s and a few 
years in the early 1900’s, interest rates were constantly above their present 
level. It seems to us that it is not realistic to expect mortgage interest rates 
to drop much during the next few years, with a considerable probability that, 
after some fluctuations, they may go higher. 
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